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Western Electric & Natural Gas Prices
• Consumption & economic growth outpaced 

new supply from 1995 - 2000.

• Electric and natural gas prices skyrocketed 
across the West from May 2000 through May 
2001. 

• Electric and natural gas prices have declined 
and stabilized since July 2001, due to  
economic slowdown, conservation 
programs, long-term contracts for electricity, 
and FERC’s mitigation measures.
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Absolute High Spot Prices for Western Hubs and Mitigating Prices
 January 2000 to July 2002
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Western states electric prices have fallen and stabilized in theWestern states electric prices have fallen and stabilized in the shortshort--termterm

Prices stabilized as a
result of:
- Economic downturn
- Market mitigation
- Improved hydro conditions
- Lower gas cost
- More capacity on-line

1.  On December 11, 2000, electric spot prices soared to $3000 at COB and $5000 at Mid-C.

2.  CAISO $250 breakpoint, December 8 through December 31, 2000.

3.  FERC $150 breakpoint, January 1 through May 28, 2001.

4.  FERC established ceiling price for Stage Three Emergency on March 9, 2001: 

$273 for January, $430 for February, $300 for March, $318 for April and $267 for May, 2001.

5.  Price mitigation in effect for California only during reserve deficiency hours, May 29 through June 19, 2001.  $108 triggered on May 30, 2001.  Non-emergency price at 
$91.87,which is 85% of price declared during last Stage One Emergency.  Westwide Price Mitigation began on June 20, 2001.

6.  On July 9, 2002, the CAISO issued a Stage One alert and dropped the cap to $57.14/MWh.  Price cap was reset at $55.26 on July 10 triggered by a Stage Two.  On July 11, 
2002, the FERC restored the cap to its previous level of $91.87/MWh and fixed it as a “hard cap”.

Source: FERC and Megawatt Daily
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Common High Natural Gas Spot Prices at Western Hubs
 Compared with National Average
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Natural gas prices have stabilized in the short termNatural gas prices have stabilized in the short term

Source:  Gas Daily

* price spikes of December, 2000

Stanfield          $50.12  

Malin $57.73

Sumas              $49.30 

SoCal Topock $69.92

*
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Factor 1:  Peak Demand and Demand Response

• California relies on imports to meet peak demand, during the 
past five years California has imported up to 20% of the states 
energy needs.

• Electric demand growth in regions bordering California has 
grown significantly, reducing the amount of electricity available 
to export to California.

• Demand response programs were important in avoiding 
blackouts in California in 2001, reducing peak demand by 10-
15%.  However, frequent interruptions in supply have reduced 
participation in these programs.  Conservation and demand 
response programs in the remainder of the West are minimal.

• Return of El Nino will moderate temperatures in California and 
the Northwest, but could reduce regional hydroelectric supply.

KEY FACTORS AFFECTING WESTERNKEY FACTORS AFFECTING WESTERN
ELECTRIC MARKETSELECTRIC MARKETS
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Electricity consumption grows at a faster rate than populationElectricity consumption grows at a faster rate than population

Population Growth EstimateLow Medium High;Retail Electric Sales Growth Estimates
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Factor 2:  Generation Capacity, Availability, and Hydro Vulnerability

• Older fossil fuel units are less cost-effective and experience frequent 
outages for maintenance, which reduces reliability.  Consequently, 
these units contribute to increased prices through higher fuel costs and 
loss of availability due to frequent scheduled and unscheduled outages.

• Loss of large baseload units can trigger price volatility.

• The incentive to build new generation is diminishing since low prices 
and spark spreads indicate lower returns.  

• Regulatory and environmental restrictions limit plant running times, 
siting locations, and output.

• Hydro generation and the amount available for export to California 
varies greatly.

• Weather uncertainties have compounded as El Nino conditions develop.  
Based on historical trends, the Pacific NW is expected to be drier than 
normal, California is expected to be warmer and wetter, and the Rockies 
and SW drier.  The two recent El Ninos have lasted two years.
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gasgas--fired generationfired generation

Source: RDI PowerDat 
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CAMX

NWPA RMPA

Source: RDI PowerDat June 2002

AZNMNV

AGE OF NONAGE OF NON--HYDRO ELECTRIC PLANTSHYDRO ELECTRIC PLANTS
The West-particularly California 

has many older fossil plants 
with lower efficiency rates & 

operational reliability

Tables reflect fuel types in megawatts
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95% of the new generation entering western 95% of the new generation entering western 
markets will be fueled by natural gasmarkets will be fueled by natural gas

Source: RDI NewGEN and 
PowerDat June 2002

Natural 
Gas
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Lower spark spread outlooks, thinner profit margins, and industrLower spark spread outlooks, thinner profit margins, and industry y 
uncertainty diminish the incentive to build new power plants.uncertainty diminish the incentive to build new power plants. Many Many 

projects have been tabled or canceled particularly in Californiaprojects have been tabled or canceled particularly in California

Source: RDI NewGEN June 2002
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Hydropower availability has improved for California and the PaciHydropower availability has improved for California and the Pacific fic 
Northwest, but the drought has shifted to the Southwest and the Northwest, but the drought has shifted to the Southwest and the 
Rockies.  Columbia River headwater reservoir levels remain belowRockies.  Columbia River headwater reservoir levels remain below
normal, providing little reserve if drought returnsnormal, providing little reserve if drought returns..
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Factor 3:  Reserve Margin

• Adequate reserve margins maintain reliability and foster 
competition.  Low reserve margins send signals to build 
infrastructure.

• Significant variations in regional reserve margins signals 
the need for additional transmission.

• California and the Pacific Northwest’s reserve margins will 
continue to be heavily influenced by variations in hydro 
availability and import limits.

• Operating reserves are dependent on accurate data inputs 
(i.e., deratings for fossil generation, outages, and timely 
demand data, including accurate DSM estimates).

• WECC reserve margins are the lowest in NERC.
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WECC Reserve Margins are among the lowest in the countryWECC Reserve Margins are among the lowest in the country

Source:  Spring 2002 CERA Watch Power Sector Outlook 2002: Survival of the Fittest
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Generating adequacy varies by 
sub-region; CAMX, AZNMNV, & 

RMPA face continuing tight 
operating reserve margins 

through 2002  

Source: Western Electricity Coordinating Council 
2001-2002 Load & Resource Reports and RDI 

PowerDat & NewGen June 2002

18.2%

6.8%

9.0%

-2.9%

2002 Operating Reserve Margins

AZNMNVCAMX (US & MX)

RMPANWPA (US & CAN)

Operating Reserve Margin: difference between available 
capacity (excluding transfers) and peak demand

Reserve Margin: difference between total resources 
(excluding transfers) and peak demand

Thousand MWs

Thousand MWs

Thousand MWs

Thousand MWs
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SOURCE: Western Governors’ Association, Conceptual Plans for Electricity Transmission in the West, 2001.  Imports: California 
Energy Commission, Electricity Generation/Production data, 1996-01.

California is a net electricity importer from across the West.  California is a net electricity importer from across the West.  In In 
the past five years California has imported up to 20% of the the past five years California has imported up to 20% of the 
states electric needs.states electric needs.
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Factor 4:  Electric Transmission
• Imports to California are restricted by transmission transfer 

capabilities.

• Despite the West's dependence on cross-region electricity flows, 
no significant bulk transmission has been added in recent years.

• Western generation is typically located further away from load 
centers, increasing line-losses and costs.

• Transmission bottlenecks constrain the efficient distribution of
resources and directly affect cost differentials (i.e., CA 
North/South and from Baja to CA).

• Low cost production areas may be less willing to continue 
exporting cheap supplies.

• Transmission additions take longer to bring on-line than new 
generation.  Siting issues across geographic regions increase 
costs, particularly in light of the numerous stakeholders.
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Existing WECC NonExisting WECC Non--
Simultaneous Estimated Simultaneous Estimated 
Transfer Capabilities 4/01Transfer Capabilities 4/01

(MegaWatts)
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Path 15
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WECC Transmission Constraints and High Electric Spot PricesWECC Transmission Constraints and High Electric Spot Prices

Transmission constraints limit export capabilities which Transmission constraints limit export capabilities which 
result in price differentialsresult in price differentials
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Western transmission systems are congested and need expansionWestern transmission systems are congested and need expansion
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Transmission Load Duration Curve
July 2001
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Coordinated transmission among regionsCoordinated transmission among regions
will alleviate some congestionwill alleviate some congestion

Source:  RDI PowerMap

Existing California Existing California 
ISO and Proposed ISO and Proposed 
RTOsRTOs in the Westin the West
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Factor 5: Gas Demand and Electric Demand for Gas

• There is increased reliance on natural gas to fuel new power 
plants.

• Currently, gas demand is flat due to the lingering effects of 
recession and greater hydroelectric output.

• As more new high-efficiency electric generation capacity 
comes on line,  it will displace low-efficiency older generation if 
the pace of new plant construction outpaces the growth of 
electric demand.  In that event, the improved net fuel efficiency 
of the fossil fleet will stabilize electric demand for natural gas. 

• Rapid population and economic growth in states bordering 
California is consuming gas that has historically been available
for delivery to California.

KEY FACTORS AFFECTING WESTERNKEY FACTORS AFFECTING WESTERN
NATURAL GAS MARKETSNATURAL GAS MARKETS
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CAMX

AZNMNV

RMPA

NWPA

In 2001, California was the major gas consumer in the WECC; In 2001, California was the major gas consumer in the WECC; 
electric generation and industrial use are, and should electric generation and industrial use are, and should 

continue to be, the dominant consumption sectorscontinue to be, the dominant consumption sectors
(consumption by sector in (consumption by sector in TcfTcf/year)/year)

Residential Commercial Industrial Electric Generation
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128613154Total 
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Source:  NEWGen, POWERMap

Over the next five years, new power plant demand Over the next five years, new power plant demand 
for natural gas could increase by 30% to 140% over for natural gas could increase by 30% to 140% over 

current levelscurrent levels

Under Construction
Advanced Development
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Poor pipeline gas allocation schemes and limited Poor pipeline gas allocation schemes and limited 
pipeline capacity exacerbate price volatility at pipeline capacity exacerbate price volatility at 
market hubs during periods of high demandmarket hubs during periods of high demand

Source:  EIA, Energy and Environmental Analysis,
Gas Daily
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Factor 6:  Gas Supply
• Inflated storage inventories reflect decreased demand in the current 

market and an anticipation of increased gas prices in the future.

• The Rocky Mountain production area requires more infrastructure to 
export developing gas supplies.

• Arizona, New Mexico, and Nevada have no meaningful gas storage 
capacity.  Storage helps meet the peaking demand of electric generation. 

• Reliance on traditional supply areas (e.g. Texas) can not meet growing 
demand because production rates are flattening out and local 
consumption is increasing.  Further, U.S. eastern markets compete for 
Canadian exports.

• Clearly defined allocation of pipeline capacities and long-term contracting 
will facilitate gas supply planning.

• Load factors for California (at the border) and AZNMNV indicate that new 
pipeline capacity will be necessary to meet future gas demands. Electric 
generation will not be able to depend upon capacity release and/or 
interruptible gas transportation as in the past.

• Rig counts are dropping, indicating that the market is heading into a bust 
cycle and gas prices may rise in next few years.



26

Into Southern California
5,583 MMcf/day

Into Northern California
2,026 MMcf/day

San Juan Basin to Arizona
and California

4,237 MMcf/day

From Canada to Northwest
3,779 MMcf/day

• California annual gas 
consumption by 
source in 2000:
– Canada  28%
– Southwest  47%
– Rocky Mountain  10%
– In-state production 15%

Rocky Mountain Production
to Colorado

1,083 MMcf/day

WECC gas transportation routes and WECC gas transportation routes and 
capacity levels at key locationscapacity levels at key locations

Average Daily
Pipeline Capacity

(2001)

Sources:  EIA, Energy and Environmental Analysis, 2001 California Gas Report (CPUC)

• CA imports 85%
of its natural gas
requirements.

Permian Basin to New Mexico,
Arizona, and California

1,700 MMcf/day

Rocky Mountain Production to
Nevada and California

855 MMcf/day
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Pipeline usage* in the 
WECC (in Bcf/day)

*Coincidental peak flow serves as a 
proxy for pipeline capacity

Coincidental Peak Flow
Average Flow
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Pipelines in the Southwest and up to the California state line aPipelines in the Southwest and up to the California state line are re 
utilized at a level close to their coincidental peak day levelsutilized at a level close to their coincidental peak day levels

Reflects interstate flows at the Califonia border

RMPA

0

1

2

00 01 02 03

Bcf/d

Bcf/d

Bcf/d

Bcf/d

Year

Year

Year

Year

65%

97%
86%

71%

% Capacity Utilized in 2002



28

0

300

600

900

1200

1500

0

2

4

6

8

10

1997 1998 1999 2000 2001

2002

Rig Count Monthly Contract
Index Price, $

Souce: Baker Hughes; Gas Daily.  Prices not adjusted for inflation.

Rigs

Prices

Rig counts are dropping, indicating that the market is Rig counts are dropping, indicating that the market is 
heading into a bust cycle.  Gas prices mayheading into a bust cycle.  Gas prices may

rise in the next few years.rise in the next few years.
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the U.S. by week

Average Monthly  
Henry Hub, $/MMBtu



29

Factor 7:  Creditworthiness

• Merchant generating companies are shoring up their balance 
sheets by cutting capital expenditures, canceling new plants, 
and selling assets - many hastened by recent bond rating 
downgrades. 

• The credit crunch has impaired market liquidity and limited 
the pool of creditworthy counterparties for transactions.

• Low credit-worthy market participants cannot finance 
infrastructure expansions, assume new investment risk, and 
face limited participation in marketing and trading activities.

• Lack of transparent accounting policies have eroded 
investor confidence.

KEY FACTOR AFFECTING WESTERNKEY FACTOR AFFECTING WESTERN
MARKET INVESTMENT & INFRASTRUCTUREMARKET INVESTMENT & INFRASTRUCTURE
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Downgraded credit ratings may impact infrastructureDowngraded credit ratings may impact infrastructure
expansion across the Westexpansion across the West

Source:  RDI PowerMap, Standard and Poor’s ratingsdirect.com
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Supporting Data

Western Market 
and Infrastructure 

Assessment
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WECC 2000 2001 2002 2003
Existing Nameplate Capacity 173,621 181,669 193,001 208,052
Nameplate Additions
  Operating 2,444 8,049 1,976 0
  Under Construction 0 0 8,962 14,038
  Under Development 0 0 393 1,013
Total Nameplate Additions 2,444 8,049 11,331 15,051

CAMX-US 2000 2001 2002 2003
Existing Nameplate Capacity 57,305 60,188 64,140 67,502
Nameplate Additions
  Operating 70 2,883 1,049 0
  Under Construction 0 0 2,593 2,884
  Under Development 0 0 310 478
Total Additions 70 2,883 3,952 3,362

CAMX-MX 2000 2001 2002 2003
Existing Nameplate Capacity 2,133 2,133 2,319 3,733
Nameplate Additions
  Operating 550 0 0 0
  Under Construction 0 0 186 1,414
  Under Development 0 0 0 0
Total Additions 550 0 186 1,414

NWPA-US 2000 2001 2002 2003
Existing Nameplate Capacity 53,798 55,903 58,040 60,026
Nameplate Additions
  Operating 50 2,105 126 0
  Under Construction 0 0 2,012 1,696
  Under Development 0 0 0 290
Total Additions 50 2,105 2,137 1,986

NWPA-CANADA 2000 2001 2002 2003
Existing Nameplate Capacity 21,424 22,070 23,321 23,347
Nameplate Additions
  Operating 674 646 237 0
  Under Construction 0 0 932 26
  Under Development 0 0 83 0
Total Additions 674 646 1,252 26

AZNMNV 2000 2001 2002 2003
Existing Nameplate Capacity 27,114 29,108 32,100 39,803
Nameplate Additions
  Operating 632 1,994 1 0
  Under Construction 0 0 2,991 7,458
  Under Development 0 0 0 245
Total Additions 632 1,994 2,992 7,703

RMPA 2000 2001 2002 2003
Existing Nameplate Capacity 11,849 12,268 13,081 13,641
Nameplate Additions 420
  Operating 467 420 564 0
  Under Construction 0 0 249 560
  Under Development 0 0 0 0
Total Additions 467 420 813 560

EXISTING AND ADDITIONAL NAMEPLATE CAPACITY (MWs)

Source: RDI PowerDat and NewGen June 2002
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YEARLY NET GENERATION (Mwhs)

Source:  RDI PowerDat Jun 2002



34

100.0%4,239,885100.0%4,337,874100.0%4,155,947100.0%3,936,409WECC TOTAL

7.7%324,5237.4%321,0998.4%349,9387.7%304,758RMPA

12.2%518,31110.8%469,36311.5%479,47911.7%461,362AZNMNV

24.2%1,025,74524.3%1,055,41924.5%1,020,16523.1%909,197NWPA

55.9%2,371,30657.4%2,491,99355.5%2,306,36557.4%2,261,092CAMX

20012000

Gas Demand (in MMcf/day and by % of WECC Total)

100.0%1,345100.0%936100.0%1,606WECC TOTAL

3.4%466.1%574.4%70RMPA

54.6%73429.3%27415.2%244AZNMNV

11.6%15620.7%19416.9%272NWPA

30.4%40943.9%41163.5%1,020CAMX

2003e2002e2001

Gas Needs for New Generation (in MMcf/day and by % of WECC Total)

High $4.65
Topock 01/03/02;
Low $3.65
Stanfield   05/03/03

High $3.65
Topock 04/03/02;
Low $0.81
San Juan  04/10/02

High $43
Topock 02/15/01;
Low $1.20
San Juan  09/25/01

High $69.92
Topock 12/12/00;
Low $2.11
Stanfield    01/06/00

2003e200220012000

Spot  Gas Prices (in $/Mcf)

Source:  CERA  (Gas Demand); RDI NewGEN, RDI PowerMAP (Gas Needs For New Generation); EIA, Energy and
Environmental Analysis, Gas Daily (SpotGas Prices)
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1.01.00.70.6Average Flow

1.41.41.11.0Coincidental Peak

2.42.42.22.1Non-Coincidental Peak

RMPA

2.52.41.91.3Average Flow

2.92.82.31.7Coincidental Peak

3.13.12.51.9Non-Coincidental Peak

AZNMNV

3.32.82.82.7Average Flow

4.84.34.34.2Coincidental Peak

6.86.36.36.2Non-Coincidental Peak

NWPA

7.86.86.46.1Average Flow

8.17.06.76.3Coincidental Peak

9.07.97.67.2Non-Coincidental Peak

CAMX
2003200220012000

Pipeline Usage in the WECC (in Bcf/day)

Source:  RDI GasDAT, FERC Form 567, FERC Applications
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As of 01/01/01, EIA estimates that the Western states have approximately 72.2 Bcf of proven reserves.  At the 2000 annual 
production rate of 3.9 Bcf, there is approximately 18 years of production life.  In addition, the Barlow study indicates that the 
Central Rocky Mountain region has insufficient take-away capacity relative to remaining (proven + undiscovered) gas supply 
of 171.8 Tcf.  The study indicates that the region has highest remaining life of all US producing regions of approximately 95 
years.  In addition, Western producing states active rig counts for June 2002 are down 37% from the June 2001 reported 
figures.

2003200220012000

Gas Supply

Source:  EIA, 

FERC Actions

Western Pipeline Development

In Service ’01/’02 – 1.2 Bcf/day

Under Construction – 1.6 Bcf/day

Pending – 1.4 Bcf/day

FERC Actions

Western Pipeline Development

In Service ’01/’02 – 1.2 Bcf/day

Under Construction – 1.6 Bcf/day

Pending – 1.4 Bcf/day



Creditworthiness of Major Electric Buyers
Participating In Western Markets *

Electric Companies         Current Rating/Credit Watch Previous Credit Rating
Junk Bond Ratings:             

Avista Corp. BB+/Negative/-- (4/29/02) BBB-/-- (8/2/01)
So. California Edison Co. BB/Developing/-- (3/5/02) D/D (1/16/01)
Tucson Electric Power Co. BB/Stable/-- (6/25/02) BB-/-- (6/4/99)
Nevada Power Co. B+/Watch Neg/-- (6/27/02) B+/B (4/23/02)
Sierra Pacific Power Co. B+/Watch Neg/-- (4/23/02) BB/-- (3/29/02)
Pacific Gas & Electric Co. D/--/-- (4/29/02) CC/D (1/19/01)

Ratings Above Junk Bond:
El Paso Electric Co. BBB-/Stable/-- (4/29/99) BB+/--(12/8/97)
Public Svc. Co. Of NM BBB-/Stable/-- (4/29/02) BBB-/-- (8/26/99)
Puget Sound Pwr & Light BBB-/Watch Dev/-- (3/20/02) BBB-/-- (10/30/01)
TX-New Mexico Power Co. BBB-/Stable/-- (4/29/02) BBB-/-- (8/26/98)
Black Hills Power Inc. BBB/Stable/-- (4/29/02) BBB/Stable/-- (2/15/02)
Montana Power Co.**          BBB/Stable/-- (4/29/02) A- (10/97)
Pub. Svc. Co. Of Colorado BBB/Negative/A-3 (6/24/02) A-/A-2 (4/14/98)
Arizona Public Service Co. BBB+/Stable/A-2 (4/29/02) BBB/A-2 (3/29/02)
Portland Gen. Electric BBB+/Watch Neg/A-2 (4/29/02) A/A-1 (11/9/99)     
Northwestern Energy, LLC BBB+/Stable/A-2 (11/14/01) BBB+/A-2 (11/2/98)
Idaho Power Co. A-/Positive/A-2 (6/27/02) A-/A-2(3/25/02)
PacifiCorp. A-/Negative/A-2 (4/29/02) A-/A-1 (11/9/01)
San Diego Gas & Elec. A+/Stable/A-1 (4/17/02) AA-/A-1+ (1/27/99)

*   Ratings from Standard and Poor's ratingsdirect.com.
** Rating from Standard and Poor's Bond Guide, dated 5/02.
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Creditworthiness of Major Electric Sellers
Participating In Western Markets *

Electric Companies Current Rating/Credit Watch Previous Credit Rating   

Junk Bonds:
AES Corp. BB-/Negative (6/6/02) BB/Watch Neg (2/15/02)
Calpine Corp. BB/Stable/-- (3/25/02) BB+/-- (12/8/1999)

Ratings Above Junk Bonds:
Mirant Corp. BBB-/Stable/A-3 (7/01/02) BBB/A-2 (3/26/99)
Dynegy, Inc. BBB-/Watch Neg/A-3 (6/25/02) BBB/Watch Neg/A-3 (5/8/02)
El Paso Electric Co. BBB-/Stable/-- (4/29/02) BB+/--(12/8/97)
PPL Corp. BBB/Stable/-- (5/29/02) BBB+/--(4/25/02)
Xcel Energy, Inc. BBB/Negative/A-3 (6/24/02) A-/Watch Neg/A-2 (2/11/02)
Reliant Energy, Inc. BBB+/Stable/A-2 (6/3/02) BBB+/A-2 (4/20/00)
TransAlta Corp. BBB+/Stable (6/21/02) A-/-- (9/22/00)
Duke Energy Corp. A+/Stable/A-1 (1/9/02) A+/A-1(4/19/99)

* Ratings from Standard and Poor's ratingsdirect.com.
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Creditworthiness of Major Gas Pipeline Companies & Holding Companies
Participating In Western Markets

As Of 6/18/02 - Page 1 of 2 *

Pipeline Companies   Current Rating/Credit Watch Previous Credit Rating

Enron Corp. D/--/-- (12/3/01) CC/C (11/30/01)
Transwestern P/LCo. CC/Watch Dev/-- (2/05/02) CC/-- (11/30/01)

PG&E Corp. D/D (1/19/01) CC/C (1/16/01)
Pacific Gas & Electric Co. D/--/D (2/11/02) CC/D (1/19/01)
PG&E Gas Trans-NW A-/Stable/A-2 (2/11/02) A-/A-2 (9/19/00)

Sierra Pacific Power Co. B+/Watch Neg/-- (6/27/02) B+/B (4/23/02)
TransCanada P/Ls Ltd. A-/Stable/-- (4/5/02) A-/-- (1/26/98)

Tuscarora Gas Trans. Co.**

MidAmerican Energy Co. A/Stable/A-1 (2/15/02) A-/A-1 (2/8/02)
Kern River Gas Trans. Co. A-/Stable/-- (3/8/02) A-/-- (8/21/01)

Questar Corp. A/Negative/A-1 (6/20/02) A/Negative/A (8/13/98)
Questar Pipeline Co. A+/Negative/-- (6/20/02) A+/Negative/-- (10/16/01)
Questar So. Trails P/L**

Sempra Energy A-/Stable/A-2 (4/17/02) A/A-1 (1/4/01)
Southern CA Gas Co. A+/Stable/A-1 (4/17/02) AA-/A-1+ (7/2/01)
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Creditworthiness of Major Gas Pipeline Companies & Holding Companies
Participating In Western Markets

As Of 6/18/02 - Page 2 of 2 *

Pipeline Companies Current Rating/Credit Watch Previous Credit Rating 

El Paso Corp. BBB+/Stable/A-2 (6/18/02) BBB+/-- (9/23/99)
Colorado Interstate Gas Co. BBB+/Stable/-- (1/22/02) BBB/-- (8/19/98)
El Paso Natural Gas Co. BBB+/Stable/A-2 (3/5/02) BBB/A-2 (3/15/99)
Wyoming Interstate Co. Ltd. **

Williams Companies BBB/Negative/A-3 (6/12/02) BBB+ (5/28/02)
NW Pipeline Corp. BBB/Negative/-- (5/28/02) BBB+/-- (10/16/01)

Southwest Gas Corp. BBB-/Negative/-- (5/1/02) BBB-/-- (12/15/98)
Paiute Pipeline Co. **

* Ratings from Standard and Poor's ratingsdirect.com.
** Ratings unavailable.
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Credit Rating Categories

Investment Grade Ratings:
AAA Extremely strong capacity to meet commitments.
AA Very strong capacity to meet commitments; small degree of difference from AAA.
A Strong capacity to meet commitments; somewhat more susceptible to adverse effects of change in

circumstances and economic conditions.

BBB Adequate capacity to meet financial commitments; adverse economic conditions or changing 
circumstances more likely to lead to weakened capacity to meet financial commitments.

Junk Bond Ratings:
BB Less vulnerable in the near term; faces major ongoing uncertainties and exposure to adverse business,

financial or economic conditions will impair the insurer's capacity or willingness to meet  financial
obligations.

B More vulnerable; dependent upon favorable business, economic and financial conditions to meet financial
commitments.

CCC Currently vulnerable; dependent upon favorable business, economic and financial conditions to meet
financial commitments.

CC Highly vulnerable.
C Highly vulnerable to nonpayment; may be used when a bankruptcy petition has been filed or similar action

taken but payments on the obligation are continuing.

D Failed to pay one or more of its financial obligators.

Plus/Minus:  Denotes standing within major rating categories.
Watch / Negative: Rating under a watch for possible downgrade.




